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Dear Applicant : 

We have considered your application f o r  recognition of exemption under 
section 50!Cc)(7) of the Internal Revenue Code. 

The evidence presented disclosed that  the corpora t ion was incorporated i n  
**  **********  ** ** ***********  on ********  **  ****. 

m e  purposes f o r  which the Corporation is ******** *  ********   
***********  group to  speak on behalf of **  ****** ***** ****** *  
****** ****** , to  accumulate such fund o r  funds as  may be necessary to  
support the a c t i v i t i e s  of the Corporation, and to  take advantage of f i r s t  
refusal  of the land its members l i v e  on i n  case their  landlord decides t o  
s e l l  sa id  land. 

The organization's a c t i v i t i e s  consist  : " community picnics, Christmas 
par t ies ,  bowling league, sunshine club, waiking club, theatre t r i p s  md bus 
tours. 

Financial information submitted indicates that the organizatio1.1'~ support 
is from membership dues and assessments and in te res t  income. I t s  expenses 
a re  of f ice ,  la?gal and miscellaneous expenses. 

Section 501(c)(7) of the Code provides exemption to  clubs organized f o r  
pleasure, recreation, and other nonprofitable purposes, substantially a l l  
of the a c t i v i t i e s  of which a r e  f o r  such purposes and no par t  of the ne t  
earnings of which inures to the benefit  of any pr ivate  shareholder. In  
general, th is  exemption extends to social  and recreation clubs which a re  
supported solely by membership fees ,  dues, and assessments. However, a 
club otherwise en t i t l ed  t o  exemption w i l l  not be disqualif ied because it 
raises  revenue from members through the use of club f a c i l i t i e s  or i n  
connection with club ac t iv i t i es .  



An orga~~ iza t ion  whi tk is organized f o r  pleasure, recreation, and other 
nonprofitah!e p i r p s e s  ms t prove that its m I j e r s  are k ~d togezher by a 
c objective a?b that  such c m o n  *jective is directed towards 
pleasure, recrka t i o ~ ~ ,  dnd other nonprof i table purposes. 

A 1  though some of the organization's a c t i v i t i e s  a r e  social  in  nature, the 
primary purpose is to take advantage of f i r s t  refusal of :.k land its 
members l i ve  on in case their  landlcad decides to sell  saii  land. This 
clearly indicates that the o rgan iza t i~n ' s  common ob jectiye is not directed 
tawards pleasure, recreation and other nonprof i table purposes within the 
meaning of I .R.C. 501(c)(7). Therefore, the organization has not 
s a t i s f i e t ,  the requirements of a social  club under section 501(c)(7) of the 
Internal Revenue Code. 

Accordingly, we conclude that you do not meet the requirements f o r  exempt 
s ta tus  under section 501(c)(7) of the Code and propose to  deny your remest  
fo r  exemption under that s.?c tion. 

We have a l so  determined that you f a i l  to  qualify for  exempt s t a tu s  under 
any other subsection of IRC 5Ol(c). 

You a re  req?ired to f i l e  a taxable return Form 1120'or 164; with the 
D i s t r i c t  Director of Internal Revenue Service. Please send the return to 
the Internal Revenue Service, P.O. Box 1680, Ceneral Post Office, Brooklyn, 
NY 11202. 

I f  you do not. agree with th i s  determination, you may request a Conference 
with the Regional Director of Appeals by protesting in accordance with the 
enclosed instructions within 30 days. 

Protes ts  submitted which do not contain a l l  the d~cumentation strjited i n  the 
instructions w i l l  be returned for  completion. 

If  we do not hear from you within that  time, chis determination w i l l  become 
f ina l .  

* * * ** * *  *******  

Enclosure : Publication 892 
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CERTIFIED MAIL 

Dear Applfcant : 
h'e have considered your application f o r  tax-exempt s t a tus  under section 
501(c) (3)  of the Internal Revenue Code. 

*** ******* ******** *******  tha t  the corpora t ion was incorporated i n  
**  ************* ** ***********  on ********  **  ****. 

e purposes f o r  which the Corporation i s  ******** *  ********   
***********  group t o  speak on behalf 02 **  ****** ***** ****** ** 
****** ****** , t o  accumulate such fund o r  funds as may be necessary t o  
scpport the a c t i v i t i e s  of the Corporation, and to  take advantage of f i r s t  
refusal of the land its members l ive  on in  case the i r  landlord decides to  
sell said land. 

e organization's a c t i v i t i e s  consist of sharing in  its members' 
celebrations or  observance, i l l n e s s  o r  hospital izat ion,  advising its 
 embers of appropriate group heal th insurance and planning bus tours f o r  
i t s  members. 

Financial inf crmation submitted indicates tha t  the 0rga.L-ation' s support 
is from 1nemb2r:;hip dues and assessments and in te res t  incane. Its 
disbursements are  f o r  off ice ,  legal and m i  scellaneous expenses. 

Secticn 51)l(c)[3) of the Code provides, i n  pa r t ,  f o r  .the exemption from 
Federal income tax of organizations organized and operated exclusively f o r  
chari table,  rel igious,  sc i en t i f i c  or 'educational purposes, no par t  of the 
net earnings of which inures to  the benefit  of any private shareholder a r  
individual. 

In order to  qualify under IRC 501(c)(3>, an orgm-ization must be both 
"organized" and ''opera ted" exclusively f o r  one o r  more purposes spec i f  ied 
i n  that section. If the organization f a i l s  t o  meet e i ther  the 
organizational t e s t  o r  the operational test, i t  is not exempt. (.'ags. 
1 O l c ) ( 3 ) - l ( a ( 1 ) .  The organizatiorial t e s t  re la tes  to  the rules f o r  
governing an organization and the purposes stated in  its a r t i c l e s  of . organization. The operational test re l a t e s  to the organization's 
ac t iv i t i e s .  



Section 1.501(~:(3)- l(c)( l)  of the Regulations s t a i e s  that  i f  more than an 
insubstantial par t  of an organization's a c t i v i t i e s  is not i n  furtherance of: 
exempt purposes, the organization w i l l  not be regarded a s  exempt. 

In Better Business Bureau v. U.S., 326 U.S. 279 (1945), the Supreme Court 
s ta ted  that the presence of even a s ingle,  non-exempt purpose, i f  more than 
insubstantial in  nature, w i l l  defeat exemption under Section 501ic)(3) of the 
Code, regardless of the manner or  importance of the truly exempt, purposes. 

Section 1 .501(~) (3 ) - l (d ) i l ) (  i i )  of the Regulations provides, in part ,  that an 
organization is not organized or operated exclusively for  one or  more of the 
purposes mentioned i n  section 501(c)(3) of the Code unless it serves a public 
rather  than a private in teres t .  An organization may not be exempt i f  i t  is 
operated f o r  the benefi t  of private individuals. 

An organization is organized exclusively f o r  orle o r  more exempt purposes only 
i f  i ts  Art icles  of Organization l i m i t  the purposes of such organization t o  one 
o r  more exempt purposes and do not expressly empower the organization to 
engage, otherwise than a s  an insubstantial par t  of its ac t iv i t i e s ,  i n  
a c t i v i t i e s  which i n  themselves a r e  not i n  furtherance of one o r  more exempt 
purposes a s  indicated in  section 501(c)(3) of the Internal  Revenue Code. 

The organization's purposes and a c t i v i t i e s  ..s stated i n  its Articles of 
Organization and the 1023 application c lear ly  indicate that  the organization 
is r ~ o t  organized and operated exclusively f o r  any of the purposes mentioned i n  
section 501(c)(3) of the Code and that  i t  serves a private rather than a 
public in teres t .  Therefore, the organization has not sa t i s f ied  the 
organizational and operational t e s t s  under section 501(c)(3) of the Internal 
Revenue Code. 

Accordingly, we conclude that  you do not meet the requirements f o r  exempt 
s t a tus  under section 501(c)(3) of the Code and propose to  deny your request 
f o r  exemption under that  section. 

We have a l so  determined that  you f a i l  to qualify f o r  exempt s t a tus  under any 
other subsection of IFiC 501(c). 

You a re  required t o  f i l e  a taxable return Form 1120 o r  1041 with the Dis t r ic t  
Director of I n t e m ~ l  Revenue Service. Please send the return co the Internal 
Revenue Service, P.O. Box 1680, Genera? Post Office, Brooklyn, NY 11202. 

Contributions made to  you are not deductible by the don.ors a s  chcri table 
contributions as defined in  section 170(c) of the Code. 

If you do not agree with th is  determina.tion, you may request a Confezence with 
the Regional Director of Appeals bv protesting i n  accordance with the enclosed 
instruct ions within 30 days. 



Protests  subrni tted whicn do not contain a l l  the documentation s ta ted  i n  the 
instructions w i l l  be returned f o r  completion. 

If w e  do not hear Crom you within that  time t h i s  determination w i l l  be 
considered f i n a l  and the appropriate Sta te  Off ic ia ls  w i l l  be notified. 

If you do not protest  th is  proposed determination i n  a timely manner, i t  w i l l  
be considered by the Intert..q2 Revenue Service a s  a f a i l u r e  to  exha.ust 
available administrative remedies. Section 7428(b) ( 2 )  of the Internal  Revenue 
Code provides in par t  that "A declaratory judgment o r  decree under th i s  
secti.on s h a l l  not be issued i n  any proceeding. unless the Tax Court, the Claims 
Court, o r  the d i s t r i c t  court of the United Sta tes  f o r  the Dis t r i c t  of Columbia 
determines that  the organization involved has exhaus ted administrative 
remedies available to i t  within the Internal Revenue Service.ll 

Sincerely yours, 

Dis t r i c t  ~ i r e c t o s  

Enclosure: Publication 892 


